INTERNATIONAL BUSINESS MANAGEMENT 
DATA SETS 


Leonardo F. Cada, Jr. 


Copyright 2023 


Introduction 


Realities of globalization is found everywhere and anywhere in the world. And this is 
because of the advent of technology. The increasing power and usefulness of technology makes 
businesses, regardless of sizes and forms transact and trade in real time and in convenient space 
and location. 


This material enumerated various topics pertaining to international business management. 
The relevant purpose of this paper is for knowledge sharing and information dissemination. Topics 
are presented in the form of data sets, which includes tables, schemas, and objects. 


Hopefully, this material may provide gains and benefits for students, teachers and 
academicians. 
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Executive Summary 


Globalization myths and realities. According to Opinion | Steven Altman | Five Myths 
about Globalization - NYU Stern (2019): 


Myth No. 1: Populist nationalism has begun to reverse globalization. 
Myth No. 2: We live in a world of borderless markets. 

Myth No. 3: The U.S. is one of the world's most globalized countries. 
Myth No. 4: Emerging markets are globalization's new leaders. 

Myth No. 5: Globalization is the main culprit behind rising inequality. 


The reality of globalization is that “it is a continuous economic process driven both by 
fundamental economic policy changes by individual governments and by technological 
innovation.” 


International trade theories: Mercantilism - it is in a country’s best interest to maintain a 
trade surplus—to export more than it imports. Adam Smith theory - division of labor and capital 
accumulation. David Ricardo’s comparative advantage - two-country, two-commodity, but one- 
factor (land) model. The Heckscher-Ohlin model is an economic theory that proposes that 
countries export what they can most efficiently and plentifully produce. Leontief Paradox - based 
on input-output analysis of international trade. a country with a great deal of capital, was importing 
capital-intensive commodities and exporting labor-intensive commodities. 


Foreign direct investment theories and application: Raymond Vernon’s Product Life-Cycle 
Theory, which accordingly, overtime, demand grows in other countries, the product becomes 
standardized, and price becomes the main competitive weapon. New trade theory (NTT) refers to 
modern economic theory that explains international trade based on economies of scale, network 
effects, and first-mover advantage. The eclectic paradigm assumes that companies are not likely 
to follow through with a foreign direct investment if they can get the service or product provided 
internally and at lower costs. The Uppsala Model — typically viewed as an internationalization 
process model, an internationalization stages model, or a sequential internationalization model. 


What is multinational corporation? Multinational corporation (MNC), also called 
transnational corporation, any corporation that is registered and operates in more than one country 
at a time. What is the best way to enter a new market for MNC? Should a company first establish 
an export base or license its products in a newly targeted country or region? Or does with first- 
mover advantage or enter an alliance, or acquire, or even starting a new subsidiary? 


As companies grow and diversify their operations in the domestic market or expand to 
overseas markets, the number of subsidiaries tends to increase, and the structures of the companies 
become more complex. Governance of an overseas subsidiary is different than that of a local 
subsidiary, because of differences in legal environment, tax regimes and cultures. 


Assessing market potential calculates the valuation of possible revenues for a particular 
product or service at a given time in a certain market environment, which includes market size, 
target market or a market segment. 


As an MNC’s operations become increasingly globalized, the variety and complexity of 
international control tasks make it increasingly difficult for them to rely on the conventional 
standardized bureaucratic means of control (e.g., rules and regulations, auditing, or formal 
performance evaluations). Appropriate control will ensure that the MNCs’ strategic goals are met 
and deviations from standards are corrected so that subsidiaries act in accordance with 
headquarters’ policies (Paik & Derick Sohn, 2004). 


Companies across the globe differs in their code of ethics. International HRM teams must 
therefore work with senior leaders to define the business’s ethical code and strategies ways to 
promote consistent behavioral standards across international offices. 
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I. An overview of international business environment — globalization realities and myths. 


Objective: Understand how the process of globalization is creating opportunities and 
challenges for management practice. 


Topics: 
- Globalization myths and realities: 


According to Opinion | Steven Altman | Five Myths about Globalization - NYU 
Stern (2019), the political crossfire over globalization has propagated a raft of myths: 


Myth No. 1: Populist nationalism has begun to reverse globalization. 


For the first time since 2007, all four types of flows crossing national borders 
increased significantly. Flows of trade, capital, information and people — rose to a record 
high in 2017. 


Myth No. 2: We live in a world of borderless markets. 


This myth has been around for a long time, especially in international business 
circles. NYU Stern and IESE Business School professor Pankaj Ghemawat has 
been debunking this myth for more than a decade: The vast majority of activities that could 
happen either within or across national borders are still domestic rather than international. 


Myth No. 3: The U.S. is one of the world's most globalized countries. 


The United States ranked 100th out of 140 countries on the 2016 DHL Global 
Connectedness Index, which measures international flows relative to domestic activity. 


Myth No. 4: Emerging markets are globalization's new leaders. 


A 2017 headline in the Financial Times said that “Emerging markets are set to lead 
globalization.” There is more than just rhetoric here: “Though, advanced economies are 
much more globalized than emerging economies, which trade about as intensively as 
advanced economies do but are only one-third as integrated into international capital flows, 
one-fifth as active in movements of people and one-ninth as linked to information flows. 
Emerging economies are also less globalized in the sense that they maintain strong 
connections to a narrower set of countries.” 


Myth No. 5: Globalization is the main culprit behind rising inequality. 


While economists continue to debate the relationship between globalization and 
inequality, a substantial body of research suggests that other factors, such as technological 
change and domestic policies, have contributed more to rising inequality than 
globalization. 


The reality of globalization is that “it is a continuous economic process driven both 
by fundamental economic policy changes by individual governments and by technological 
innovation.” 


- Who benefits from globalization? 


Who benefits the most from globalization? "Globalization is not a zero-sum game," 
As claimed by Thief Petersen, senior advisor at Bertelsmann Foundation. "Everybody 


wins, but the real income gains per capita are unevenly distributed globally, not only 
between but also within countries." 


Table: Globalization Index 2018 


TABLE 1 The globalization index 2018 


Ranking Country Points in the Ranking Country Points in the 
globalization index globalization index 
a The Netherlands 92.39 24 Greece 62.00 
2 Ireland 90.05 25 United States 6162 
3 Belgium 81.83 26 New Zealand 61.61 
4 Switzerland 8148 27 Poland 60.75 
5 Luxembourg 79.69 28 Bulgaria 60.66 
6 United Kingdom 75.12 29 Latvia 60.40 
7 Denmark 75.09 30 Slovenia 60.10 
8 Sweden 72.40 31 Romania 59.88 
9 Austria 71.94 32 Chile 59.53 
10 Finland 70.28 33 Japan 57.97 
11 Portugal 69.70 34 Israel 56.92 
12 Czech Republic 69.11 35 Turkey 48.80 
13 Canada 69.05 36 South Korea 48.66 
14 Slovakia 68.51 37 South Africa 47.28 
15 Norway 68.27 38 Mexico 46.82 
16 Hungary 68.27 39 Indonesia 44.41 
17 Estonia 68.02 40 Russia 43.92 
18 France 67.89 41 China 42.43 
19 Germany 66.36 42 Nigeria 39.58 
20 Spain 65.24 43 Brazil 39.45 
21 Australia 63.79 44 Argentina 37.19 
22 Lithuania 62.93 45 India 31.33 
23 Italy 62.93 
Source: Prognos 2020 | BertelsmannStiftung 


Retrieved from: https://www.wita.org/atp-research/globalization-report-2020/ 


As shown on Table | above, the degree of growth in gross domestic product (GDP) 
per capita between 1990 and 2018 due to an increase in globalization is determined for a 
total of 45 countries; while the growth effects of globalization are measured based on an 
appropriate globalization index, which determines the development of globalization in the 
countries examined (Gygli, S., Haelg, F., Potrafke, N. et al. 2019). 


Table 2: Globalizations benefits (Roberts & Lamp, 2021; Gopinath & Parker, 2019): 


e Hundreds of millions of workers in developing countries have been provided with 
decent work. 


e Upper class in society and professional have reap ample rewards I globalized 
economy. 


e Both advanced and developing economies have benefited terms of productivity, more 


job creation, and higher wages. 


e Business organizations and institutions have benefited from having diverse 
workforce. 


The Philippines has its share of benefits of globalization (Ang et. Al, (2009): 

e trade openness and foreign portfolio flows have contributed to higher per capita 
GDP growth in the Philippines, following the implementation of FX liberalization 
reforms. 

e significant increase in OFW remittances has raised consumption, investment, labor 
productivity and economic growth. OFW remittances have also supported the 
Philippine economy during normal times and crisis situations in the past, and this is 
expected to continue in the future. 


- What are the main problems and issues? 


Table 3: Problems and Issues in globalization (National Geographic Society, 2023; Reference 
Staff Writer, 2020): 


e increased economic gains for already powerful countries at the expense of 
developing countries. 


e more homogeneous global culture. Globalization also contributes to a less 
diverse global culture, with many countries’ unique cultural traditions 
increasingly influenced by capitalist Western countries. 


e Globalization also has a major impact on the environment. Countries are 
consuming more finite resources, such as oil, and many corporations cut costs by 
taking advantage of lax pollution laws in developing countries. 


e Income disparity and inequality between the more educated and less educated 
members of a society. 


- What are the major obstacles to global market? 


According to Harvard Business School & Cote, 2020, the following are the 
common obstacles to global market: 


1. Language Barriers - In an era of globalization, language differences among international 
workers can cost business organizations a lot. 


2. Cultural Differences - “If differences in the way we work and live are not understood 
and not managed, these are real minefields for people. Projects can fall apart,” (Dean 
Foster, founder of DFA Intercultural Global Solutions) 


3. Managing Global Teams 


Harvard Business School Online (Gavin, 2019) enumerated different strategies on 
how to manage global teams: 


3.1 Check in Often 


Global teams often consist of employees who work remotely across different 
countries and time zones. To maintain clear lines of communication and make contributors 
outside the office feel valued, it’s critical to hold regular meetings with them. According 
to research by Gallup, employees who have routine check-ins with their managers are three 
times more likely to be engaged than those who don’t. 


3.2 Unite Around Purpose 
A report by Imperative and LinkedIn (pdf) shows that 73 percent of purpose- 


oriented professionals are satisfied in their jobs, compared to just 64 percent who aren’t 
primarily motivated by purpose in their roles. 


Make your employees feel involved by highlighting how your team’s work 
connects to the larger goals of your organization or department. 


3.3 Balance Participation 


A key challenge of overseeing a global team is figuring out how to encourage 
participation and promote discussion among employees with varying levels of language 
proficiency. Managers may need to ask native speakers to talk more slowly and dial down 
the use of slang terms when addressing colleagues. Other situations may require to call on 
those who are less fluent during meetings to ensure their voices are heard. 


3.4 Cultivate Empathy 
Empathy is one of the most valuable qualities you can foster among your team. 
A 2020 study found that 76 percent of CEOs think empathy is important, and it can lead to 


greater motivation, retention, and productivity in the workplace. 


3.5 Be Aware of Cultural Differences 


Encourage open and inclusive dialogue about cultural differences and business 
practices. Seek to understand local customs and be cognizant of national holidays and 


observances so everyone feels seen and respected. 


3.6 Use Technology to Your Advantage 


To effectively communicate and collaborate with team members across the globe, 
take advantage of the variety of tools and technologies that are at your disposal. As more 
teams become fully remote, organizations are turning to collaboration tools such as Zoom, 
Microsoft Teams, and Slack. According to a 2020 survey by Statista, 36 percent of 
employees in the United States use Zoom when working remotely, followed by 19 percent 
using Microsoft Teams. 


Table 4: Managing Local Teams (Filipino Workforce) by People Partners (2023); and Curran 
Daly and Associates (2017) 


a. Communication -— _ Differences in communication § styles can _ create 
misunderstandings. managers must ensure that their messages are accurately 
received and understood. Filipinos are highly proficient in the English language. 
They speak in a more neutral tone, which native English speakers find easy to 
understand. 


b. Family and Relationship — Filipino families have strong bond. And Filipino workers 
value friendship and camaraderie. The emphasis on relationships is central to the 
Filipino identity. Managers may need to be flexible and understanding when 
employees need to take time off for family-related reasons. 


c. Strong Service Orientation - Filipinos are renowned for their amazing work ethic and 
are eager to demonstrate their productivity. Additionally, the concept of ‘kapwa’ 
(fellowship or togetherness) is deeply ingrained in the core values of the Filipino 
people. In the collectivistic nature of Philippine society, kapwa refers to the shared 
identity between groups of people as they bond together despite their differences in 
wealth and social status. 


4. Currency Exchange and Inflation Rates 


Inflation outcomes may also be influenced by structural forces reflecting, for 
changes in the structure of the economy stemming from both domestic and external factors 
(Example: increasing trade integration). 


Global inflation dynamics are driven by common global linkages through 
commodities, trade, and finance. 


Table 5: Inflation in the Philippines 


Summary Inflation Report Consumer Price Index for the Bottom 
30% Income Households (2018=100): June 2023 

Reference Number: 2023-227 

Release Date: 05 July 2023 


Table A. Year-on-Year Inflation Rates 
for the Bottom 30% Income Households, All Items 


In Percent 
(2018=100) 
Area June 2022 May 2023 June 2023 Year-to-date * 
Philippines 6.5 6.7 6.1 8.0 
NCR 5.4 7.6 6.6 8.4 
AONCR 6.5 6.7' 6.0 8.0 


Source: Philippine Statistics Authority, Retail Price Survey of Commodities for 
the Generation of 

Consumer Price Index 

*Year-on-year change of average CPI for January to June 2022 vs. 2023 


Source: https://psa.gov.ph/ 


5. Nuances of Local and Foreign Politics, Policy, and Relations 


The political width and breadth of globalization contemplates on political issues pertaining 
to the principle of state sovereignty, the growing impact of intergovernmental organizations, and 
the prospects for regional and global governance, global migration flows, and environmental 
policies affecting our world (Steger, 2017). 


According to Berger (2000), globalization weakens government's legitimacy and authority 
in the eyes of the public. Across advanced industrial countries over the past two decades, there has 
been an attrition of public confidence in central governments. 


Banlaoi in his book entitled: GLOBALIZATION AND NATION-BUILDING IN THE 
PHILIPPINES: State Predicaments in Managing Society in the Midst of Diversity (2009), stated 
that, “the Philippines finds it hard to cope with the globalization process because its weak 
institutions of governance have failed to create suitable socioeconomic and political conditions 
that will attract more capital and technology from both domestic and foreign sources necessary for 
economic growth. The Philippines has a very inefficient bureaucracy, especially its revenue- 
generating agencies. The Philippine bureaucracy “has suffered from the limited technical skills 
and low morale of its personnel and has to live with recruitment rules and promotion procedures 
heavily tainted by patronage politics.” Under a premature and weak state, Philippine bureaucracy 
is marred by rampant corruption favoring the families and friends of the bureaucrats”. 


II. Theories of trade and foreign direct investment: from Ricardo to Dunning. 
Objective: Understand the implications of different trade theories on the international trade 
flows between and among nations. 


Topics: 


- International trade volume and growth. 


In 2021, world trade in goods was valued above US$22 trillion, while trade in services 
accounted for about US$5.6 trillion. Global trade has been severely affected by the COVID-19 
pandemic in 2020 but bounced back strongly in 2021. While trade in services has been historically 
more resilient, it has declined considerably more than goods trade during 2020 and has also been 
recovering at a slower pace since. 


Figure 1: Values of world trade. 
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Source: UNCTAD secretariat calculations based on COMTRADE and UNCTADStat data. 


Retrieved from: https://unctad.org/system/files/official-document/ditctab2023d1_en.pdf 


- International trade theories — from mercantilist doctrine and comparative advantage 
theory to Leontief paradox 


1. Mercantilism: 
e Emerged in 16th century England. 
e Gold and silver are mainstays of national wealth. 
e [tis ina country’s best interest to maintain a trade surplus—to export more than it 
imports. 
e Advocates government intervention to achieve a surplus in the balance of trade. 


2. Adam Smith theory: 


e Division of labor - Division of labor is profitable only if there is adequate market 
for the goods produced. He, thus, emphasized the expansion of international trade, 
which widens market for goods. 

e Capital accumulation - Adam Smith gave an important place to saving and 
accumulation of capital. To quote his words, “Capitalists are increased by 
parsimony and diminished by prodigality and misconduct parsimony and not 


industry is the immediate cause of the increase of capital. Industry indeed provides 
the subject which parsimony accumulates. But whatever industry might acquire, if 
parsimony did not save and store up, the capital would never be greater.” 


3. David Ricardo’s comparative advantage is based on the following assumptions: 


(i) There is no intervention by the government in economic system. 

(11) Perfect competition exists both in the commodity and factor markets. 

(iii) There are static conditions in the economy. It implies that factors supply, 
techniques of production and tastes and preferences are given and constant. 

(iv) Production function is homogeneous of the first degree. It implies that output 
changes exactly in the same ratio in which the factor inputs are varied. In other words, 
production is governed by constant returns to scale. 

(v) Labor is the only factor of production and the cost of producing a commodity is 
expressed in labor units. 

(vi) Labor is perfectly mobile within the country but perfectly immobile among 
different countries. 

(vii) Transport costs are absent so that production cost, measured in terms of labor input 
alone, determines the cost of producing a given commodity. 

(viii) There are only two commodities to be exchanged between the two countries. 
(ix) Money is non-existent, and prices of different goods are measured by their real cost 
of production. 

(x) There is full employment of resources in both the countries. 

(xi) Trade between two countries takes place based on barter. 


4. Heckscher-Ohlin Model 


The Heckscher-Ohlin model is an economic theory that proposes that 
countries export what they can most efficiently and plentifully produce. Also referred to as 
the H-O model or 2x2x2 model, it's used to evaluate trade and, more specifically, the 
equilibrium of trade between two countries that have varying specialties and natural 
resources. 


5. Leontief Paradox 


Leontief pursued his goal of making economic analysis more quantitative was in 
developing an empirical implementation of general equilibrium theory. Based on input- 
output analysis of international trade he discovered that the U.S., a country with a great 
deal of capital, was importing capital-intensive commodities and exporting labor-intensive 
commodities. This contrasts with prior theories of international trade, which predict that 
countries will specialize in and export goods that they have a comparative advantage in 
producing. This means that a capital rich country, such as the U.S., would be expected to 
export capital-intensive goods and import labor-intensive goods from countries where 
labor is comparatively cheaper. 


- Foreign direct investment theories and application — from product life cycle to eclectic 
paradigm — entry modes and operations 


e Product life cycle: 
Raymond Vernon’s Product Life-Cycle Theory, which accordingly, overtime, 


demand grows in other countries, the product becomes standardized, and price becomes 
the main competitive weapon. 


Figure 2: Product Life Cycle 


i Shake-out —Y 


Annual Sales Volume 


Take-off 


' imum sales, high | = Declining sales, customers, ___ 
<High acquisition costs | customers, and profit | profits, and low customer and profit Time 
i H titio | acquisiti | = Declining 


- Low sales | ~Increasing sales, 


petitors 


Minimal comy | acquisition cos ing competition 
- Financial losses ' | Stable competition 


Source: Product Life Cycle [Review of Product Life Cycle]. 
https://corporatefinanceinstitute.com/. 


A company incurs higher marketing costs during the introduction stage and may 
experience productivity during the growth stage but as the product matures some factors 
such as competition may reach saturation to the point of decline and obsolescence. 


e New Trade Theory 


“New trade theory (NTT) refers to modern economic theory that explains international 
trade based on economies of scale, network effects, and first-mover advantage.” 


Figure 3: New Trade Theory 
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Economies of scale have several sources, including the ability to spread fixed costs 
over a large volume and the ability of large-volume producers to utilize specialized 
employees and equipment that are more productive than less specialized employees and 
equipment. Economies of scale are a major source of cost reductions in many industries. 


The network effect is a phenomenon whereby increased numbers of people or 
participants improve the value of a good or service. The internet is an example of the 
network effect. 


A first-mover advantage can be simply defined as a firm’s ability to be better off than 
its competitors as a result of being first to market in a new product category. We find it 
useful to distinguish between durable Under the first-mover advantages, being first to 
introduce new product in the market may improve a firm’s market share or profitability 
over a long period, and those that are short-lived. 


e Eclectic Paradigm 


The eclectic paradigm assumes that companies are not likely to follow through with 
a foreign direct investment if they can get the service or product provided internally and at 
lower costs. 


Figure 4: Eclectic Paradigm 
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- Internationalization process of SMEs: Uppsala model and its extensions 


The Uppsala Model — typically viewed as an internationalization process model, an 
internationalization stages model, or a sequential internationalization model — has served 
as a theoretical underpinning in the international business. As a sequential approach, it 
presents that the firm internationalizes incrementally. The model assumes that there is a 
lack of knowledge of the foreign market which is detrimental to internationalization. 
Hence, it suggests that a firm should firstly establish itself in its domestic market, and then 
increase its commitment and resources in its target country, progressing to the next stage 
once sufficient understanding and knowledge of the foreign market conditions have been 
achieved. 


The Uppsala Internationalization Model distinguishes between four different steps 
or phases of entering an international market, which cannot be viewed independently of a 
company’s situation, market, and market knowledge (Arvidsson & Arvidsson, 2019): 


Step 1: No regular export activities (sporadic export). 

Step 2: Export via an independent representative (export mode). 

Step 3: Establishment of a foreign sales subsidiary. 

Step 4: Foreign production/manufacturing, the direct establishment of a subsidiary 
in the host country (Johanson & Vahlne 1977). 


According to this model, companies normally start their expansion in the domestic 
market. Thereafter, when the firm has become more experienced and acquired better 
resources, they expand gradually to more distant markets. Lastly, companies entered a new 
market through exports before establishing a foreign sales subsidiary or production facility 
in the target country. 


- Effects of international trade theories to domestic business in the Philippines. 
“Trade intensity is strongly linked to geographic distance, that is trade value 
decreases with distance to the border (Esteban Ortiz-Ospina, Diana Beltekian and Max Roser, 


2018).” 


III. Going global - what is a multinational corporation and how it differs from national 
firm. 


Objective: Explain the current scope, and future prospects of multinational corporations 
the implications that international trade theory holds for management and operations. 


Topics: 

- What is multinational corporation? 

Multinational corporation (MNC), also called transnational corporation, any corporation 
that is registered and operates in more than one country at a time. Generally, the corporation has 
its headquarters in one country and operates wholly or partially owned subsidiaries in other 
countries. Its subsidiaries report to the corporation’s central headquarters (Britannica, T. Editors 
of Encyclopedia (2023, June 24). 

- MNCs — entry modes and operations 


Table 6: MNCs Entry Modes and Operations 


International-Expansion-Operations-Entry Modes 


Type of Entry Advantages Disadvantages 


Low control, low local 
knowledge, potential negative 
environmental impact of 
transportation 


Exporting Fast entry, low risk 


IV. 


Type of Entry Advantages Disadvantages 


Less control, licensee may 
Licensing and Fast entry, low cost, low become a competitor, legal and 
Franchising risk regulatory environment (IP and 

contract law) must be sound 


Shared costs reduce Higher cost than exporting, 
Partnering and investment needed, licensing, or franchising; 
Strategic Alliance reduced risk, seen as local integration problems between 
entity two corporate cultures 
—e Fast entry; known, High cost, integration issues with 
Acquisition . : : 
established operations home office 


Greenfield Venture Gain local market High cost; hivh tisk dueite 
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Source: Mariadoss (2011). Available at: https://opentext.wsu.edu/ 
Organizing and structuring for international operations 


Objective: Explain the implications for managers of organizational developments 
in international operations. 


Topics: 
- Timing of entry and entry mode 


FIGURE 5 : Relationship between timing of entry, entry mode and international market 
selection 
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Source: Gallego, M., Ramos, E., Acedo, F., & Casillas, J. & Moreno, A. (2009). 
Available at: http://tas.sagepub.com/cgi/content/abstract/18/2-3/306 


Five dimensions found in the model which are most significant as explained in various 
literatures (Gallego et al., 2009): 


e Knowledge: this variable is one of the main explicative factors of a company’s 
international behavior. In the sequential approach, experiential knowledge acts as 
a regulator in the commitment of resources on international markets. 

e Resources: the greater the availability of such resources to the part of the firm, the 
less the degree of risk it assumes. 

e Product and process innovation tendency: this characteristic does not directly 
reduce the risk in the internationalization process, but rather is a feature reflected 
in decisions taken by certain companies for whom their innovation strategy is 
paramount in their overall business plan. 

e Miuimicry: that prevailing conditions within the sector may have on the firm’s 
behavior and performance, in the sense that when there is an export trend among 
companies within the same sector. 

e Situational uncertainty: this variable, which is closely related to the variable of 
knowledge proposed earlier, affects the internationalization process in that an 
uncertain setting or situation requires a greater need for information in the 
management of any continuous unforeseen changes that may arise, even though 
such information is less readily available. 


- Integration vs. responsiveness strategic dilemma (Ghoshal and Bartlett model) 


Figure 6: Bartlett and Ghoshal’s Typology of Multinational Companies: 
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This model examines the different approaches to managing businesses that operate 
in several countries. 


International strategy: Low Integration and Low Responsiveness 

An international strategy occurs when there are similarities between markets and 
little gains from globally integrating. The result is a business operating abroad but run very 
much from the home country. The head office and main decisions will be based at home. 


Multi-domestic strategy: Low Integration and High Responsiveness 

A multi-domestic strategy occurs when there are considerable variations between 
market demands and few benefits from globally integrating. The result will be a portfolio 
of relatively independent companies running themselves and producing for their own 
markets. 


Global strategy: High Integration and Low Responsiveness 

A global strategy occurs when there are significant economies of scale and where 
there are similarities in terms of market demand. The business develops standardized 
products which are sold globally. The subsidiaries abroad are likely to be rather weak and 
the full range of business activities will only exist in the home market. The products are 
designed and developed in the domestic country. 


Transnational strategy: High Integration and High Responsiveness 

A transnational strategy occurs when there is pressure to meet local needs and 
benefits from integrating globally. The organization is regarded as a network with each 
subsidiary given responsibility appropriate to its capabilities. There is a balance of 
centralization and decentralization and a culture of sharing within the global organization. 
Staff move around the business globally which helps build shared values and shared 
knowledge. 


- MNE organizational structures and value chains 


Multinational enterprises use corporate functions as the basis for its organizational 
structure. These enterprises have evolved many structural variations to suit their operations 
and business needs. 


Subsidiary model: Owning foreign subsidiaries is one of the most basic structural 
models of a multinational company. The subsidiaries are self-contained units with their 
own operations, finance, and human resource functions. The foreign subsidiaries are 
autonomous allowing them to respond to local competitive conditions and develop locally 
responsive strategies. The major disadvantage of this model however is the decentralization 
of strategic decisions that makes it difficult for a unified approach to counter global 
competitive attacks. 


Matrix Structure: This model combines the efficiency of the functionally organized 
company with the flexibility of extensive local operations. Companies work on building 
different pods of an organization that meet the demands of specific work needs. The home 
organization retains control of disciplinary matters, pay and promotions, while the 
employees carry out the work according to local requirements. This is a suitable 
organizational form for smaller companies active in only one or two foreign markets, but 
it is mainly used by larger corporations who have extensive foreign operations. 


Multinational model: In this model, a parent company operates in the home country 
and puts up subsidiaries in different countries. The difference is that the subsidiaries and 
affiliates are more independent in their operations. 


An International Division Within a Corporation: An international division is that 
part of the multinational corporation that has been made responsible for all international 
operations. This structure facilitates business decision-making and general activities in 
local, foreign markets. However, operating independently can pose problems when overall 
corporate consensus and action is required. Maintaining and presenting the carefully 
nurtured, enterprise-wide brand image established by the multinational may also be a 
challenge. 


- The dilemmas of local subsidiaries 


As companies grow and diversify their operations in the domestic market or expand 
to overseas markets, the number of subsidiaries tends to increase, and the structures of the 
companies become more complex. Governance of an overseas subsidiary is different than 
that of a local subsidiary, because of differences in legal environment, tax regimes and 
cultures. 


Pros and cons of opening a local subsidiary: 


Pros: 
e Company may only be subject to taxes in corresponding state or country. 


e Losses can be contained and limited. 

e Diffusing your company’s business geographically may make it easier to sell and 
establish your services. 

e Interaction and engagement among corporate divisions and subsidiaries may lead 
the company to success. 


e More burden is given to the accounting and legal teams. 

Bureaucracy and control are greater. 

Parent company is liable for the subsidiary’s contingencies, including its debts. 
Financial statements are an added burden. 


International Marketing 

Objective: Discuss the importance of marketing in international business trading. 
Topics: 

- Assessing market potential and consumption patterns 


Assessing market potential calculates the valuation of possible revenues for a 
particular product or service at a given time in a certain market environment, which 
includes market size, target market or a market segment. 


According to Shashika et al. (2022), food and housing are necessities among Asian 
consumers. Clothing, durables, and transport are regard as luxuries. The demand for all 
goods is price inelastic. As stated by ... “whenever and wherever economic growth occurs, 
food consumption shows similar change in direction towards increasing consumption 
(Nunes et al., 2020).” 


- Globalization and localization in international markets. 


“Globalization refers to the interconnections and linkages between and among 
nations that make up the present world system. It describes the process by which events, 
decisions, and activities in one part of the world come to have significant consequences for 
individuals and communities in various parts of the globe.” 


Localization on the other hand, is the process of adapting a product or service to a 
particular language, culture, and desired local preferences. 


In essence, the main difference between globalization and localization is that 
globalization is about designing a product or service for an international market, while 


localization 1s about adapting a product or service to suit the needs of a specific locality. 


Therefore, 


e Globalization requires Cultural Sanitation; whereas, 
e Localization requires Cultural Adaptation. 


- Global brands and advertising 


“Global branding is offering a product or service whose advertising, positioning, 
strategy, personality, look, and feel are the same from one country to another. 
- product adaptation and local tastes” (Teeboom, 2019). 


- Country of origin effect: would you buy European Mercedes? 


“Country-of-origin determines symbolic and emotional product connotations, 
offering benefits such as status or pride. Brands may also be rejected on the basis that their 
home countries do not fit into a consumer’s profile of values and beliefs. Thus, it can 
influence consumers’ buying decision process and offer a significant competitive 
advantage (Adina et al., 2015).” 


Moreover, “concept of brand origin as “the place, region or country to which the 
brand is perceived to belong by its customers”. Country-related aspects are cultural 
identity, political climate, language, history, landscape, economic and technological 
development, religion, and people (Adina et al., 2015).” 


- Sustainability Marketing 


Top 10 set_of components for effective sustainability Marketing (Whelan & 
Kronthal-Sacco, 2023): 


e Prioritize the communication of your brand benefit first and foremost. Leverage the 
relevant sustainability messaging to strengthen the brand positioning. 


e = Link the sustainability claim to the category reason-for-being. “100% sustainably farmed 
for a great tasting product.” 


e Focus the claim on the benefit to the consumer and their families. Consider sustainability 
claims that ensure the products are safe for human consumption or contact such as “made 
without chemicals harmful to human health.” 


e The term sustainable, as it relates to “sustainable sourcing and production” is 
compelling and does not need further explanation. E.g., “100% sustainably sourced,” 
“100% sustainably produced.” 


e Consumers are concerned about animal welfare. If appropriate, include communication to 
ensure that no harm is done to animals in the testing of the product, such as “no animal 
testing” or “cruelty-free.” 


VI. 


Tie the claims to farmers and local sourcing. “Partnering with local farmers to ensure the 
long-term health of the farm for the future of our food systems.” 


Provide a reason to care when communicating the more scientific aspects of sustainability. 
“Carbon neutral to reduce the impact of climate change” vs. “carbon neutral” by itself. 


Quantify sustainability claims for greater resonance, such as, “Using | million tons of 
ocean-recovered plastic bottles.” 


Use certifications to guard against greenwashing, but don’t rely on them as the sole point 
of information. For example, “100% sustainably sourced and certified by the Rainforest 
Alliance” works better than just putting the label on pack. 


Deliver the product with fully recyclable packaging. While consumers generally were less 


responsive to sustainable packaging claims, “made from 100% recycled plastic/cardboard” 
was the most compelling. 


The power of global distribution systems: a dominance of hypermarkets managing 
across cultures 


Objective: Recognize how differences in culture influence management and operation in 


the international business. 


Topics: 
- What is a culture and how important is it? 


Culture describes “the way things work around here.” “It includes the values, 
beliefs, behaviors, artifacts, and reward systems that influence people’s behavior on a day- 
to-day basis. It is driven by top leadership and becomes deeply embedded in the company 
through a myriad of processes, reward systems, and behaviors. Culture includes all the 
behaviors that may or may not improve business performance. Today, culture is a CEO- 
level issue and something that can be measured and improved to drive strategy. The impact 
of culture on business is hard to overstate 82 percent of the respondents to our 2016 Global 
Human Capital Trends survey believe that culture is a potential competitive advantage. 
Today, new tools can help leaders measure and manage culture toward alignment with 
business goals (Deloitte, 2016)”. 


- Hofstede model of culture’s dimensions 


Figure 7: Hofsted Model of Culture’s Dimensions 
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Figure 2. Hofstede’s five dimensions of national culture 
Source: adapted from Griffin & Pustay (2015, p. 129). 
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Figure 1. Examples of low and high context cultures according to Hall 
Source: adapted from Hall (1960) and Hall & Hall (1990). 


Both figures above were retrieved from: 


https://www.researchgate.net/publication/309566780_Role_of_culture_in_international 


business_A_synthetic_review 


According to Wach (2015), based on a research study among 53 countries, Hofstede 
(1980; 1991) developed a model of five dimensions of national culture (Figure 2), which 
are power distance, individualism vs. collectivism, masculinity vs. femininity, uncertainty 
avoidance and long-term orientation (Hofstede, Hofstede & Minkov, 2010; Hofstede, 


Pedersen & Hofstede, 2002). 


- Trompenaars model and dilemmas of culture. 


According to Wach (2015), based on a study over 15 years in 50 countries, 
Trompenaars (1993) prepared a five-element concept of cultural dimensions, which was 
developed later into seven dimensions (Hampden-Turner & Trompenaars, 1993). They are 
universalism vs. particularism, individualism vs. collectivism, neutral vs. emotional, 
specific vs. diffuse, achievement vs. ascription, sequential vs. synchronic, internal vs. 
external control. 


Trompenaars’ and Hampden-Turner’s 7 cultural dimensions arise from 3 main 
headings that were identified to cause intercultural problems: 


First heading: Intercultural Issues arising from Relationships with people: 
1. Universalism vs. Particularism: The degree to which the following sentence 
applies: “What is good and right can be defined and always applies.” 


2. Individualism vs. Communitarianism “Do people regard themselves as 
individuals or as part of a group?” 

3. Affective vs. Neutral: “Should the nature of our interactions be objective and 
detached, or is expressing emotion acceptable?” 

4. Specific vs. Diffuse: “Do we engage others in specific areas of life and single 
levels of personality, or diffusely in multiple areas of our lives and at several levels of 
personality at the same time?” 

5. Achievement vs. Ascription: “Is status rewarded based on achievements, or 
ascribed by virtue of age, class, gender, education, and so on.” 


Second heading: Intercultural Issues arising from Passage of Time: 

6. Sequential vs. Synchronic: “How is time perceived? Do events happen one 
after another, or do they pass multi-linear, where several tasks can be worked on at the 
same time?” 


Third heading: Intercultural Issues rising from differences in the 
Environment: 

7. Internal vs. External control: “Which role do people assign to their natural 
environment?” Is it something we should and can change, or should we learn to live 
in the environment that is given?” 


- Imposing MNC culture upon local subsidiaries — a necessary solution or illusion of 
control? 


“As an MNC’s operations become increasingly globalized, the variety and 
complexity of international control tasks make it increasingly difficult for them to rely on 
the conventional standardized bureaucratic means of control (e.g., rules and regulations, 
auditing, or formal performance evaluations). Appropriate control will ensure that the 
MNCs’ strategic goals are met and deviations from standards are corrected so that 
subsidiaries act in accordance with headquarters’ policies (Paik & Derick Sohn, 2004).” 


Although previous studies (Paik & Derick Sohn, 2004 citing Harzing, 2001) “found 
that a positive relationship existed between the level of expatriate presence and the level of 
control, it is hard to believe that all these expatriates would make a positive contribution to 
an MNC’s attempt to secure control over its local units.” 


Merits of a Multinational Companies in a Host Country/Local Subsidiaries: 


e One of the main advantages to the host country is that MNCs boost their economic 
growth. They bring with them huge investments and capital. And then through 
subsidiaries, joint ventures, branches, factories they promote rapid industrial 
growth. In fact, MNCs are known as the messengers of progress. 

e A multinational corporation helps the technological growth of the country as well. 
They bring new innovations and technological advancements to the host country. 
They help modernize the industry in developing countries. 

e MNCs also reduce the host countries dependence on imports. Imports reduce while 
exports from the country see a rise. 

e All MNCs have enormous capital and resources at their disposal. A good portion 
of such resources is invested in R&D. This can be very beneficial to the host 
countries where they set up their R&D facilities. 

e Miultinational corporations also promote maximum utilization of the country’s 
resources. This, in turn, leads to economic development. 


- The strategic role of international HRM. 


International expansion can offer huge opportunities for businesses looking to take 
advantage of the global economy. However, there are challenges that IHRM must face such 
as (Manchester Metropolitan University, 2022): 


e Failed expatriate assignments 
According to research by INSEAD, failure rates for expatriate assignments span 10- 
50% across industries. 


e Ethical dilemmas 

Companies across the globe differs in their code of ethics. International HRM teams 
must therefore work with senior leaders to define the business’s ethical code and strategies 
ways to promote consistent behavioral standards across international offices. 


e Navigating host countries’ laws and practices 
International HR Managers must have their work cut out understanding and complying 


with the various local labor and tax laws of each host country. 


To address these challenges, IHRM play strategic roles (Francis, 2011): 


e IHRM mainly responsible for the process of procuring, allocation and effectively 
utilize the human resource in the multinational corporation. 

e They must have ability to mix the human resources policies and practices across 
the number of subsidies in different countries so that achieve corporate objectives. 

e Inthe IHRM, practices approaches must be flexible to take the appropriate decision 
in a different business and cultural settings. 

e When the corporate deals with the domestic human resource management the point 
of IHRM should be broader, even the most common IHRM activities. 

e IHRM are responsible for the administrative services for expatriates like selecting, 
training and appraising local and the international employee. 

e Manages the relation with the host governments of countries around the world. 


References: 


Opinion | Steven Altman | Five Myths About Globalization - NYU Stern. (2019). Nyu.edu. 
https://www.stern.nyu.edu/experience-stern/faculty-research/five-myths-about-globalization 


Perceptions and Realities of Globalization | PIE. (2016, March 2). Www.piie.com. 
https://www.piie.com/commentary/speeches-papers/perceptions-and-realities-globalization 


Gygli, S., Haelg, F., Potrafke, N. et al. The KOF Globalisation Index — revisited. Rev Int Organ 
14, 543-574 (2019). https://doi.org/10.1007/s11558-019-09344-2 


Roberts, & Lamp. (09/28/2021). Six Faces of Globalization: Who Wins, Who Loses, and Why It 
Matters . In https://www.oecd-forum.org/ (ISBN 9780674245952). Harvard University Press. 


Retrieved July 12, 2023, from https://www.oecd-forum.org/posts/six-faces-of-globalization-who- 
wins-who-loses-and-why-it-matters 


Ang, A, G Sugiyarto and S Jha (2009): “Remittances and household behavior in the Philippines”, 
ADB Economics Working Paper Series, no 188, December. 


Reference Staff Writer. (2020, March 25). What Are the Problems With Globalization? 
https://www.reference.com/. Retrieved July 12, 2023, from https://www.reference.com/science- 


technology/problems-globalization-55b1782c3ad8e1b0 


National Geographic Society. (2023, March 27). Effects of Economic Globalization. 
HAttps://Education.Nationalgeographic.Org/. Retrieved July (2, 2023, from 


https://education.nationalgeographic.org/resource/effects-economic-globalization/ 


PeoplePartners. (2023, February 23). Tips on Leading & Managing your Filipino Staff. 
PeoplePartners. https://peoplepartnersbpo.com/tips-leading-managing-filipino-staff/ 


Curran Daly & Associates. (2017, April 14). Managing a Filipino Workforce: Start by 
Understanding the Filipino Work Culture. Curran Daly & Associates. 


https://currandaly.com/managing-a-filipino-workforce-start-by-understanding-the-filipino-work- 


culture/ 


Berger, S. (2000). Globalization and Politics. Annual Review of Political Science, 3(1), Article 
10.1146/annurev.polisci.3.1.43. https://doi.org/10.1146/annurev.polisci.3.1.43 


Steger, M. B. (2017), 'The political dimension of globalization’, Globalization: A Very Short 
Introduction, 4th ed. Very Short Introductions. Oxford, 2017; online  ed., Oxford 
Academic. https://doi.org/10.1093/actrade/9780198779551.003.0004, accessed 13 July 2023. 


Banlaoi. (2009). GLOBALIZATION AND NATION-BUILDING IN THE PHILIPPINES: State 
Predicaments in Managing Society in the Midst of Diversity (1st ed.). Taylor and Francis Group. 


https://dkiapcss.edu/Publications/Edited%20V olumes/GrowthGovernance_files/Pub_Growth%2 
OGovernance/Pub_GrowthGovernancech16.pdf 


Gavin. (2019, May 16). HOW TO MANAGE GLOBAL & INTERNATIONAL TEAMS. 
HAttps://Online.Hbs.Edu/. Retrieved July 13, 2023, from https://online.hbs.edu/blog/post/how-to- 
manage-global-teams 


CFI Team. (2023). Product Life Cycle [Review of Product Life Cycle]. 
https://corporatefinanceinstitute.com/. 
https://corporatefinanceinstitute.com/resources/management/product-life-cycle/ 


Nordqvist, C. (2018, June 16). What is the eclectic paradigm? Definition and examples. Market 
Business News; Market Business News. _https://marketbusinessnews.com/information-on- 
credit/gap-ratio-definition-meaning/eclectic-paradigm/ 


Arvidsson, H.G.S & Arvidsson, R. (2019). The Uppsala Model of internationalization and beyond. 
International Journal of Finance and Administration. 42(2), 221-239. Retrieved from: 
https://www.researchgate.net/publication/340756944 The Uppsala_Model_of_internationalisati 


on_and_beyond 


Esteban Ortiz-Ospina, Diana Beltekian and Max Roser (2018) - "Trade and Globalization". 
Published online at OurWorldInData.org. Retrieved from: ‘https://ourworldindata.org/trade-and- 
globalization’ [Online Resource] 


Mariadoss, B. J. (2011). International Entry Modes — Core Principles of International Marketing. 
Pressbooks. https://opentext.wsu.edu/cpim/chapter/7- | -international-entry-modes/ 


Gallego, M., Ramos, E., Acedo, F., & Casillas, J. & Moreno, A. (2009). The relationship between 
timing of entry into a foreign market, entry mode decision and market selection. Time & Society 
- TIME SOC. 18. 306-331. 10.1177/0961463X09337843. 


AQA. (2019). Teaching guide: Bartlett and Ghoshal’s international, multi-domestic, transnational 
and global strategies. Aqa.org.uk. https://www.aqa.org.uk/resources/business/as-and-a- 


level/business-7131-7132/teach/teaching-guide-bartlett-and-ghoshals-international-multi- 
domestic-transnational-and-global-strategies 


De Bruin, L. (2017, January 27). International Business Strategy Explained with Examples | B2U. 
B2U - Business-To-You.com. https://www.business-to-you.com/international-business-strategy/ 


Types of Global Organizational Structure. (2010). Bizfluent. https://bizfluent.com/list-5899634- 
types-global-organizational-structure.html 


How to Determine Market Potential of a Product (The 2022 Guide) | starlight analytics blog. (n.d.). 


Www.starlightanalytics.com. https://www.starlightanalytics.com/article/how-to-determine- 
market-potential-of-a-product 


Shashika D. R., Eliyathamby A. S., & Saroja S. (2022). Modelling the consumption patterns in the 
Asian countries, Economic Analysis and Policy, Volume 74, pp. 277-296, (ISSN 0313-5926). 
https://doi.org/10.1016/j.eap.2022.02.004. 


Nunes, R., Silva, V. L., Consiglio-Kasemodel, M. G., Polizer, Y. J., Saes, M. S. M., Carmen & 
Favaro-Trindade, C. S. (2020). Assessing global changing food patterns: A country-level analysis 
on the consumption of food products with health and wellness claims. Journal of Cleaner 
Production, Volume 264, 121613, (ISSN 0959-6526). 
https://doi.org/10.1016/j.jclepro.2020.121613. 


Teeboom, L. (2019, February 19). The Advantages of Global Branding and Advertising. 
Chron.com. https://smallbusiness.chron.com/advantages-global-branding-advertising-18190.html 


Adina, C., Gabriela, C., & Roxana-Denisa, S. (2015). Country-of-Origin Effects on Perceived 
Brand Positioning, Procedia Economics and Finance, Volume 23, pp. 422-427, (ISSN 2212-5671) 


https://doi.org/10.1016/S2212-5671(15)00383-4. 


Whelan, T., & Kronthal-Sacco, R. (2023, July 19). Research: How to Effectively Market Green 
Products. Harvard Business Review. https://hbr.org/2023/07/research-how-to-effectively-market- 


green-products 


Wach, Krzysztof. (2015). Role of culture in international business: A synthetic review. 
Przedsiebiorczosé Miedzynarodowa. 1. 49-60. Retrieved from: 


https://www.researchgate.net/publication/309566780_Role_of_culture_in_international_business 
A_synthetic_review 


Deloitte. (2016). Shape culture. Deloitte Insights. 


https://www2.deloitte.com/us/en/insights/focus/human-capital-trends/2016/impact-of-culture-on- 
business-strategy.html 


Fons Trompenaars Model of Culture. (2012). Intercultural_management Wiki. 
https://interculturalmanagement.fandom.com/wiki/Fons_Trompenaars_Model_of_ Culture 


Paik, Y. & Derick Sohn, J. (2004). Expatriate managers and MNC’s ability to control international 
subsidiaries: the case of Japanese MNCs. Journal of World Business, Volume 39, Issue 1, Pages 
61-71, CUSSN 1090-9516). — https://doi.org/10.1016/).jwb.2003.08.003. Available at: 
https://www.sciencedirect.com/science/article/pii/S 109095 1603000361 


Manchester Metropolitan University. (2022, August 5). What is International Human Resource 
Management? (2022 guide). Manchester Metropolitan University. 
https://globalonline.mmu.ac.uk/news-and-events/what-is-international-human-resource- 


management 


Francis, A. (2011, October 9). Responsibilities of International Human Resource Management 
(IHRM). MBA Knowledge Base; MBA Knowledge Base. https://www.mbaknol.com/human- 


resource-management/responsibilities-of-international-human-resource-management-ihrm/ 


Prof. Leonardo F. Cada, Jr. 
Pasay City 

Metro Manila 

Philippines 


All Rights Reserved 
July 30, 2023 


